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as if we in the United States could learn more from the Swiss than from 
the English experiments. It is very much to be hoped that a compre- 
hensive article on the whole topic will soon be published for the benefit 
of our American legislators. 

E. R. A. S. 



Principles of Social Economics Inductively Considered and Prac- 
tically Applied, with Criticisms on Current Themes. By George 
Gunton, author of Wealth and Progress. G. P. Putnam's Sons, 
New York, 1891. — 447 pp. 

An encouraging sign of the times is the number of divergent theories 
of political economy that are appearing. There was a time when we 
had too much harmony, since it indicated stagnation of thought. Mr. 
Gunton's book is to be cordially welcomed. Nearly every critical 
reader will find in it something to disagree with, but all will derive 
stimulus from the study of it ; and there can hardly fail to remain, 
after the discussion is over, some permanent contribution to economic 
science. 

The work is in part devoted to criticisms of other theories ; and these 
criticisms the reader needs to carefully compare with the theories them- 
selves, as stated by their authors, since Mr. Gunton has been less suc- 
cessful in making accurate statements of other men's views than in 
presenting his own. Some of the criticisms are really aimed at theories 
that are not advocated by any one. 

In an early part of the work there is a vigorous attack on the time- 
honored law of demand and supply. It is cost, as the author claims, 
that fixes the prices of goods ; since overproduction may occur in a 
particular industry without crowding the price of its product below the 
cost of making it. Goods accumulate in the warehouses, and their 
price falls to the line of cost ; but there the fall is arrested. Production 
is then checked till the stock in the warehouses is reduced. During an 
interval the supply exceeds the demand ; and yet the price does not 
fall. This fact is an interesting one, and needs to be cited in any full 
statement of the law of demand and supply. The stock of cotton goods 
in existence may for some time exceed the demand, at the price at 
which such goods are held ; but the true supply, in the sense in which 
that term is used in careful statements of the theory, cannot so exceed 
the demand without affecting prices. The true supply consists of goods 
that must be sold within a given period. If for any reason it became 
necessary for the owners of the cotton goods to realize on them within 
a fortnight, this necessity would cause the stock in the warehouses to be 
thrown into what, in a scientific sense, is the supply of such goods ; and 
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the law would then operate in a striking way. Within the fortnight 
prices would so adjust themselves that the quantity of goods needing to 
be sold would equal the quantity effectually demanded. The sale 
would be " regardless of cost " in an unusually truthful sense. 

Recent writers whose theories are cited and criticized may desire to 
have those theories judged by their own statements of them. I am 
able to speak definitely concerning one such case. I have at different 
times presented to the students of economic theory a law of wages, 
based on the principle of final utility that lies at the foundation of the 
science of value. Simple supposed cases were made to illustrate the 
law. If there are ten men at work tilling a farm, each single laborer 
adds less to the crops than he would do were he one of a company of 
nine tilling the same farm. We may verify this fact by supposing that 
the laborers are introduced into the force one at a time, during a 
succession of years. If the land can be utilized at all by a single 
worker, it will probably be found that, during the experimental year in 
which he is alone, he creates a larger product than does any of the 
succeeding laborers. The second man, coming in the following year, 
does not double the product realized in the first year ; the third does 
not add a half to the crop harvested in the second year ; and when, at 
last, the tenth man comes, he adds less to the product than did any of 
his predecessors. For simplicity of illustration all the men are assumed 
to be of perfectly uniform quality. What is true of laborers on a farm 
is true of men in a shop, in a mine, on a ship, on a train of cars, etc. 

In this illustration the men are introduced into the working force one 
at a time, in order to clearly reveal the fact that the enlarging of the 
force does not increase the product proportionately. This mode of 
illustration does not imply that, in actual industry, gangs of men are 
made up by this process of gradual enlargement. They may be hired 
all at once ; and yet, in the sense in which the term is used, there will 
be a final man in the case. When a crop of wheat is in the elevators 
there is always a final bushel, the utility of which fixes the selling price 
of the whole crop ; but this is not the last bushel that happened to be 
carried to the bins. Lessen the supply by one bushel, — take that 
quantity from any part of any bin, — and you will have taken away 
what figures as the final increment of wheat. So if you take any one 
man out of a working company, you withdraw what figures as the final 
increment of labor. 

The theory maintains that such a final man adds, by his presence, 
nothing to the rent as derived by the landlord from his farm, by the 
capitalist from his mill, etc. He gets as wages all that his presence 
adds to the product that the remaining men would create if he were 
not in the company. His pay equals the product that is specifically 
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due to his work. What this rent-free man gets others get ; and in this 
sense a man whose labor creates no rent for landlord or capitalist sets 
the standard of wages. In addition to these final men who work rent- 
free, there are men who use land, mills, ships, etc., that are too poor to 
yield a rent to their owners ; and these also get their entire product as 
wages, and help to set the standard of other men's pay. 

Mr. Gunton has attributed to me the theory that there are no-rent 
laborers for the same reason that there are no-rent farms, mills, etc. ; 
namely, that there are men of a personal quality too poor to yield a 
rent. Such men are in order of time the last to be employed by in- 
telligent entrepreneurs. In a literal and unusual sense they are final 
men. They produce less than earlier and better men, they set the 
standard of wages and drag the better men to their own level. As this 
is a reversal of my actual theory, all that can be said against it is wel- 
come, as tending to confirm the law of wages that I have in reality 
advanced. 

The theory, as actually advanced, is more directly confirmed by Mr. 
Gunton's study of interest. In a monograph of the American Eco- 
nomic Association issued in May, 1888, I expressed the view that there 
are not only lands, but mills, ships and productive instruments of every 
kind that yield no rent to their owners, and that the product of better 
mills, ships, etc., may be estimated, in Ricardian fashion, by comparing 
the gross returns of the rent-paying instruments with those of the rent- 
less ones. These returns from rentless instruments resolve themselves, 
in the absence of any third factor in production, into wages only. This 
much of the theory Mr. Gunton accepts. The earnings of certain 
marginal men absorb the entire product brought into existence by their 
labor. That these marginal earnings set the standard of all wages is the 
single remaining point which Mr, Gunton denies. It is probable that 
when his theory is carefully compared with others that he criticises, the 
differences that he cites will diminish in number, as they do in the case 
that I have examined. 

Of the study of interest offered in the work it is to be said that it 
restricts the term interest to a payment for borrowed capital ; that it 
makes this payment to come out of a surplus product due to the ex- 
cellence of the instruments in which the capital is invested ; and that it 
does not attempt to account for the rate that is paid for the loan. A 
general surplus includes interest and a contingent profit besides ; but 
why the loan interest should amount, for example, to five per cent of 
the borrowed capital and the contingent profit absorb the remainder, 
the theory does not tell us. The no-surplus instruments of production, 
the antiquated appliances the use of which creates just enough wealth 
to pay the men who use them, are, in this study, made to represent no- 
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interest capital. To most men a machine that is too antiquated to earn 
anything appears to represent annihilated capital. 

The essential point in Mr. Gunton's system is that wages are gov- 
erned, not by the product of labor, but by the cost of it. It is not the 
cost from the employer's point of view, as the reader may perhaps 
suppose, but the outlay incurred by the workman himself. When the 
man gets his pay on Saturday night he spends it, according to Mr. 
Gunton's views, for labor. Spending money for a living is, in reality, 
defraying the cost of the labor that the man has to sell. The workman 
is placed by this theory in a mercantile position, buying the commodity, 
labor, from a set of tradesmen, etc., who give to him what his habits and 
mental status require, and selling it at cost to his employer. This is an 
interesting, original, and, as most readers will think, a somewhat erratic 
view. It is possible to hold it only so long as wages are thought of as 
money received from an employer and expended on the maintenance 
of the worker and his family. If real wages be kept in sight, — if the 
view be taken that the employer virtually gives the materials of subsist- 
ence to his workman, — it becomes impossible to treat wages as a cost or 
outlay incurred by any one except the employer. No form of logic can 
make the food that a man receives and eats to be an element of cost. 
To the working man labor itself represents cost and the means of 
subsistence represent the return. 

If wages be treated as money received from an employer and paid 
out for a living ; and if it be further maintained that, whenever men's 
labor is sold for less than their living, according to a customary standard, 
costs, they will do something that tends to permanently reduce the 
supply of labor, — the theory assimilates itself to a current Malthusian 
doctrine. This the author will not permit. His theory must not lean 
on such supports. There must be in it no reference to declining popu- 
lation as a means of sustaining wages ; and here lies a radical weakness 
of the system. 

Of the valuable features of the work there may be mentioned the 
interesting applications of theory contained in the concluding part, 
and in particular the demonstration made at the beginning that high 
wages are necessary if machinery is to be used extensively. A few 
articles of a kind can be made most cheaply by hand. It is only when 
the millions buy products of a particular kind that it becomes econom- 
ical to make them in great factories, with machinery and steam or 
water power. Even a rich man could not have the product of a power 
loom unless men of the lower and more numerous classes bought them 
also. A Vanderbilt could not travel by rail unless poorer men rode in 
the same way. 

Mr. Gunton's work will afford some returns to the rapid reader ; but 
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it will yield to the thorough student returns that are much larger in 
proportion to their cost. To such a student a book may be most useful 
which offers the largest number of ingenious and untenable doctrines. 
The presence of such doctrines in Mr. Gunton's work is far from de- 
tracting from its value. 

J. B. Clark. 

Luxury. By Professor Emile de Laveleye. London, Swan 
Sonnenschein & Co., 1890. — 180 pp. 

This book treats of a very important subject in a most unsatisfactory 
way. It would hardly be worth comment, if the writer did not claim to 
speak as an economist and for those who assert that economists have 
neglected moral premises. While of course it does not show the 
impossibility of co-ordinating the two subjects, it at least shows the 
present difficulties in the way of being at the same time a popular 
moralist and a scientific economist. 

In popular morality luxury implies an idea of blame. It is something 
that is mischievous if not degrading. Our author repeats this idea again 
and again. He would make the very definition of luxury contain in it 
the condemnation of luxury. " Luxury," he says, " consists in the con- 
sumption of what has cost great labor to produce, for the satisfaction of 
spurious needs." Some good, I presume, results from such utterances, 
and if our author had confined himself to them, I should have no fault 
to find. He, however, uses them as a cover to express certain economic 
ideas, which if not crude are at least of too doubtful correctness to be 
used as the basis of a moral exhortation. 

The economic definition of "luxury" is quite different from the 
moral. In economics luxuries are contrasted with necessities on the 
one hand and with decencies or comforts on the other. Things belong- 
ing to the class last mentioned are such as have come into general use 
and serve to mark our social position. They are as essential to us as 
members of a social organism as the necessities are to us as individuals. 
Luxuries in this classification denote the articles that are somewhat 
strange to the average man or those he does not use regularly. Luxury 
often means merely the use of articles that to other persons or in other 
places would be comforts or necessities. Again it means the satisfaction 
of desires that are recognized as perfectly legitimate but are out of the 
reach of most persons. 

Apart from the difference in the use of the word, the economic and 
moral points of view regarding luxury differ radically as to their first 
premises. The moralist sets up a man with a few simple wants as an 
ideal. If these wants are primitive, so much the better. Rational con- 



